


As successful as the CRA has been, LISC agrees that improvements could be made. The banking
industry has undergone significant changes since the CRA regulations were last updated, most notably
in the rise of interstate banking, internet banks, mergers of institutions, and mobile banking. A
reexamination of the current CRA delivery system is therefore appropriate and, some might argue,
even overdue.

LISC believes that the objective of any reform exercise should be first to protect what has been
working, and then to determine whether there are ways that CRA can be modernized to more
efficiently and effectively deliver still more investments and services into distressed communities.
Streamlining program requirements and adding transparency to the CRA review process are worthy
objectives, but to achieve them without also obtaining equal or greater outcomes for communities and
underserved populations would constitute a failure of CRA reform.

LISC therefore welcomes the Federal Reserve Board’s (the Board’s) solicitation of comments at this
time. Like many others in both the banking and the community development sectors, LISC was
disappointed with the final regulations published by the OCC in June of 2020. First, we objected to the
OCC moving forward without consensus from the FDIC and the Board. But we also feel that the final
rule will likely: (i) lead to a decline in mortgage lending and small business lending in low-moderate
income (LMI) communities; (ii) encourage activities that may not bring impactful benefits to LMI
communities or LMI families; (iii) lead to a decrease in LIHTC and NMTC investments; and (iv) fall short
of the goal of increasing opportunities in communities, particularly rural communities, that have been
historically denied opportunities under CRA.

As discussed further below in our responses to the questions in the ANPR, we believe that there are
many merits to the approach outlined by the Board in the ANPR; but also several areas that the Board
needs to clarify and/or strengthen in subsequent rulemaking. Briefly:

e We believe that the Board’s baseline metrics are preferable to those adopted by the OCC.
Specifically, we support the Board’s proposals to: (i) evaluate originations (not just on balance
sheet activities) during the assessment period; (ii) use both market and community data to inform
their presumptive retail lending scores in each assessment area; (iii) evaluate retail lending based
on the number (as opposed to the total dollar amount) of loans; and (iv) consider loan purchases
under the retail lending test, rather than the community development test.

o We believe the approach to designating assessment areas, particularly for non-branch banks, is a
notable improvement over the current approach, but that the Board can do more to encourage
investments in underbanked communities. LISC supports the creation of deposit {or lending) based
assessment areas for non-branch banks. LISC also supports offering national service areas for
certain banks, but only to the extent the Board provides incentives for these banks to invest in
underbanked communities. LISC also supports the Board’s intention to allow banks to get credit at
the state level for community development loans and investments, but believes that for certain
community development investments, it would be more impactful for such investments to be
credited as serving the assessment area(s) within those states.
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